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ABSTRACT 

Vhig project undertook the following i (1) examination 
of the scope aad st f Acture of the private, nonprofit sector in the 
United States; (2) f^lysis of the patterns of spending by Federal, 
State, and local governments in fields where nonprofit organisations 
are active; and (3) evaluation of the impact of changes in government 
policy on the revenues of nonprofit organisations and on the demand 
for their services, Sixteen local field sites were selected to 
provide a reasonable cross section of the nation, A number of 
conventional conceptions of the role and character of the nonprofit 
sector amd of the operation of the nation's human service delivery 
system are inaccurate. For example, the nonprofit sector is far 
larger, and plays a far more important role in the delivery of human 
services than most analyses of the American welfare state would 
suggest. Findings also challenged conventional ideas about (1) an 
inherent conflict between nonprofit organisations and government; (2) 
the American "welfare state"; and (3) the financial base of the 
nonprofit sector * The study also questions the orientation of the 
"charitable" sector by documenting its relatively limited focus on 
the poor and its growing reliance on fee-paying customers. (LHW) 
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Partners in Publlo Sq rricot Government and tho Monprofit saa bs^ 
in the American Welfare State -— 

During the past several years we have bean engaged In a major project 
S examining the scope and structure of the private, non-profit sector in the 
United States? analysing the patterns of spending by federal, state, and local 
governments In fields where nonprofit organizations are active; and evaluating 
the impact of changes in government policy on the revenues of nonprofit organ- 
izations and on the demand for their services, ' This project has involved work 
at the national level and in 16 local field sites selected to provide a rea- 
• sonable cross-section of the nation in terms of region, size, socio-economic 
condition, and philantbrepie tradition. These field sites Include one large 
metropolitan area, one medium-sized metropolitan area, one small metropolitan 
area, and one rural county in each of the four major census regions of the 
country. (See table 1 below). 

In each of these field sites", several different types of data gathering 
and analysis were undertaken^ These included! CD a survey of nonprofit 
human-service organizations (exclusive of hospitals and higher education 
Institutions)! (2) the tracking of "federal, state, and local government 
spending in six major hi?«an service fields (health, social services, 
employment and training, housing and community development, arts and 
recreation, and income assistance)} (3) analysis of the extent of government 
contracting with nonprofit service agencies in these six fields; (J|) case 
studies! (5) a survey of religious congregations; and (6) extensive 
interviewing of prominent nonprofit and phUanthrople leaders, 
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Out of this work has come a substantial body of new data about the nom* 



profit sector, about government himan service activity, and about the reJla** 
tlonships batman tha two* What these data suggest is that a number of tte* 
conventional conceptions of tha role and character of the nonprofit sector mmS 
of the operations of the nation 1 s human-service delivery system are in netm m' 
revision. In particular! 

o Ha have demonstrated that the nonprofit sector is far larger, 
and plays a far mora important role in the delivery of hma 
services | than most analyses of the American welfare state 
would suggest and many accounts of the nonprofit sector have 
aetaowledged. In fact, in amy localities f the expenditures of 
the private nonprofit sector exceed those of local governments 
by a factor of two or three to one,, 

© Our work has challenge* conventional^ theories that posit i an in- 
herent conflict between nonprofit ©r/janiwtions and government, 
and has shown Instead the extent to which these two sectors 
have Joined forces in the pursuit of public objectives* 

o We hav# raised questions about the conventional image of the 
toeriofia "welfare stated which confuses the provision of funds 
with the delivery of services , and have demonstrated how sub- 
stantial a portion of the services that government funds are 
actually delivered by private, nonprofit p*©ups. 

o We have altered long-standing assimptions about the financial 
base of the nonprofit sector/ by doeimenting the dominance of 
government and "service fees over private giving as sources of 
nonprofit revenue. 

© We have raised important questions about the orientation of the 
11 charitable 11 sector by docimenting the sector's relatively 
limited focus on the poor and its growing reliance on fee* 
paying customers* 

In the pages that follow we elaborate on these and other themes and present 
some of the evidence in support of them, focusing first ©n the results of our 
survey of nonprofit service ©ruminations, and then e»mining the results of 
our detaUed analysis of federal, state, and local government spending* 1 



1 For a more detailed statment of project findings, see the list of 
project publications at the end of this paper. 
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The Monprofit Sactor 
A major objective of our four-year research effort has been to 
close the gaps that have long elated in basic information about the 
scope and structure of the nonprofit sector, Its principal sources of 
funding, Its activities, and its clientele. In addition, we have sought 
to monitor how recent changes In pubUe funding priorities have affected 
this set of organizations. Our research focused on the human services 
component of the nonprofit sector, namely that group of organisations 
which actually provide services to a broad, general public, not just to 
their own membership. Included In this definition are day care centers, 
programs for the elderly, museums, symphony orchestras, TMGAs, job 
training programs, and many more.. Only hospitals and higher education 
facilities were excluded from our study in order to make our survey more 
manageable and because good information on these two types of nonprofit 
organizations is avaUable from the American Hospital Association and 
the National Center for Education Statistics, 



The Approach 

to learn about these agencies, we first developed a complete roster 
of all nonprofit human service organisations in our 16 study sites and 
then distributed a mail survey to the entire population of such agencies 
In our medium and smaller sized sites, and to large samples of these 
agencies In the five largest sites. Altogether 7000 agencies were sur- 
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veyed and over 3400 responded , yielding a response rate of 49,7 percent, 
which, Judging by ether research of this type, is quite good. 2 Two 
years later, in the spring of 1984, we resurveyed the original 
respondents, and received about 3300 returns that could be linked to our 
Wave 1 data files , 

Without question, this study has been an ambitious undertaking both 
for the size and scope of the work, but also because the type of longi- 
tudinal information It has developed Is seldom available to the research 
and polioy eommimitles. Like any study, however, it has its limitations, 
For sample, our decision to resurvey only original respondents meant 
that its could not obtain information on the newly formed organizations 
in the sector. Similarly, in spite of considerable effort to Identify 
the organizations that "closed" or "went-out-of-business" during the 
period between our two rounds of data collection, our information on 
this group of organizations is quite limited, Yet in spits of such 
caveats, we have been able to gain enormous insights into how nonprofit 
organizations function and how they are coping with outbacks in govern- 
ment funding, insights that in some cases run counter to conventional 
belief, in particular, nine principal findings of our survey work 
deserve mention. 



In- 17 previous studies of the nonprofit sector that we reviewed, samples 
rarely exceeded 1000 agencies and survey response rates typically averaged 
below 30 percent, I;i two of the surveys most comparable to The Urban 

tl* la te r as 0t aaapXm aiM •** d «P th of analysis* response rates 
of less than 15 percent were achieved. 
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Findings 

■ * * * 

1 * >wr aflMSrofibs f o eua on fehapsor than la flflw.rtft.i y believed , 

Although the popular iaMMt pictures aonpref&ta aa principally 

or the agencies in our sample said that they focused on serving a low 
ineome or poor eUenteia, fail finding ii part »/leo" threat 

Nonprofits not only provide s«3iil services, they Oee offer MdturaV 
arts/recreation activities, action and researesli, WthiUtZd 
EST'" ^hi* 5f b of other Cities that j addr«s broad JSSSS, 
^ff *?wf 2) * W*****"***!* agencies fooum oa aJJlng a 

the nonprofit aeotor would Suggest, Rather, moat agermoies serve* broad 
cross section or community Beabsw, Clearly, the nonprofit aaotopls not 
a homogenous entity with a mafeiib of goals, purpS««, or objiotlves. 

2 " if" 8 *, ff n| *f f f fc ^g^^^nt fchis country * * m ^aali but tha vast 
m a jority o f the sector^ ajBLandlfcarea are made by ^ relative han dful 
°r large agenoi*ia . " ( - j v~ ~ - 

-#,^, A 1 3 40 Bare « tt * 5f «» aonproflt organizations in our 

study have expenditures of under MOO, 000, but tha^sa mall tiles 
account for only a percent of thaitctor's resources-, Itta fch f2« 
agencies, with budgets over *1 aUHon, that eentrom the bulk of the 
seotor-s money, inese large ageadis account far threM-quarters of the 
seotor*s resources. Clearly, filial expenditures, mnd nance aervioe 
activity, are not spread evenly fciwughout the sector^ and this pieture 

T tp * fclon °» * ve » lf hospitals ana higher ed wbion 

institutions ware Included. * '" " ,IMUaw,WI1 

3 * jjjjf* aftgp a n Initial rougd jsf gftvernment budget amutm. govsrMin fc-- 
M t. priva te eharlty^q jtfa,. JaWSufla sources ef jLaJT L. 
the avera ge nonprof it or faajjatioa in this oouatry" ,. ™ " — ™ 

* «- 43 shown la table 4, 38 pMt of the seotor's I982 iaooai cane 
£ *£7* V ? me ??' V i tn 60 «ftha ageaoles raeei-ring soma iK 

of their funding from government Nuroaa. The seconds* major sourss of 
funding is Income from dues, f«M, and service GhargesB, aeGounfciag for 
30 peroent of the total. Fas iaooaalso is the most widely used SJce 
of support with nearly 7 out of ISiionprefit agencies collect^ fchS 
type of revenue. Private charity, giving rante bbir<» wTSf sijor 
funding sources and accounted for oaly 21 percent- of-fcho sal tor <i 1982 
^:.^^f^^frf^f« **• mm^Ll proporii„ of 



S™? 8 «"* «« t *"j received jwimte philanthropie support. Only 3S 
percent of the agencies in our study received foundation grants! 34 
peroent got corporate gifts, and 13 peroent received United way fad- 
ing. Apparently, it la donattoo* directly from individuals that is the 
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mainstay of private philaathropie support. Although philanthropic giving 
may be a distinctive feature of the nonprofit sector*, it is government 
funding that has supported much of the sector's activity. 

4, fading patterns var y widely by service area and by community , 

Aggregate statistics, like those presented above, tend to eask 
differences between the various components of the sea tor. For example, 
as table 3 shows, 6 of the 10 service areas in our study relied on 
government support for half or more of their funds, Fee income was the 
principal funding source for health services and edueatlon/researoil 
activities, while private giving was the principal source of support for 
only one service area— eulture/arts/reereation. Similarly, in each of 
our* study communities there was considerable variation in funding pat- 
terns (see table 6). Although government funding was the principal 
source of support for nonprofits in each local community, the extent of 
reliance on government ranged from 66 percent in Jackson, Mississippi, 
to 32 percent in Chicago. As in our national picture, fee income tended 
to be tte second most important source of funding in 7 of our 12 
metropolitan sites. In only four communities— Jackson, Boise, New Xerk, 
and Dallas/ Fort Worth-did private giving rank as '-he number two source 
or income. 

5 * As nenprof jfea entered the icaa ft ^i yca r, the average agency was 
f ? pareaat p* 1 ^ lte previous ic8l government funding lev els in 
Inflation adjusted dollars . 1 — 

Between 1981 and 1982, government support to the average nonprofit 
organisation dropped by 6 percent (see table 7). But cuts were deepest 
in the service areas of legal services/advocacy (down 29 percent), 
housing/community development (down 16 percent), umployaent/ 
training/income support (down 13 percent), and social services (down 9 
percent), Our preliminary analysis of round 2 data show that in the 
following year, 1982 to 1983, government support increased by 3 
percent. However, this still left the sector 3 percent below its 1981 
level ■ 

6 * In asite of gover nment budget cuts, nonprofit organizations , a n 
average, continued to grow , replacing much of their lost aevarnm anfe 
revenues f rom increases in fees and service charges . 

Based on our second round of data, we estimate that total funding 
ror the average nonprofit agency in our study increased by approximately 
6 percent between 1981 and 1983. Fee income rose by 13 percent, while 
increases in all sources of private giving, combined, went up by 10 
percent. This Is particularly signifieant in view of the fact that fee 
Income started from a larger base. It thus appears that the nonprofit 
sector has been more successful in raising revenue from commercial 
sources than from philanthropic ones, 
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lost yvarnmeM revenues a n d therefore remain sutaafc it^iLii" S 
their total 19B1 funding levels" 09tw 

— w 1 Sil nCflpWfit seotor " a whole was able to res-over t ran the 
•wlj 1MSM- la. pwnmnt support, agenoies that apesiax^a [ a Sol ! 

law : ^S2f 4 to "US T), These agaoolea «p^a*HiiSy i 

iS«th« ^ « ^ " h8r f6C ineoae op W**»to- pftllMthropie support. 
Watjar thi^la &a 0 ause of the types of servioea that «»se S 
provide or beeausaef the types of olients that thay a«.«, Iheae J ! 

22 ^J*2L P Sl 0 i W?* dwlines in total >evani»/ fwU^w^y ^j ! 

alt i^a^ i,t8 iU ¥ 9afe * hat » * feto « noted ahoy , 

all but soeial service agencies eeatinued to be below their 1981 S 

lavalaarthaatarfcof 1984. In addition, toualng/oowS^ Ilvelownf 

fete?; of f ^Wom so heavily on governments support for 

^ I £ ^f 8 ' *f y ^ fcure outa ln ■*•«■•* support undoubtedly JS 
put a eonsldarable squteze on their already depleted reaouraes, 

8, Eha impact of lovamaant r etrenchment varied b» h u » tfana 

_ - Although eitias auoh as Dallas/ Fort Worth sod WmsswU ooatid 
Atlanta and Jaakian were not able *o ""iT,!! 

SEET? I^; 8 '. 0tt feh8 ° thw hand ' ««*'inowbain o! w^tiT 3 /u 
Flint and Pittsburgh, suffered substantial declines in f unij 
base, but New for and Hiiiaeapolis/St , Paul wire awV tha sSoa 
SSS.-? T* Sm \ C 4 learly » regional differences and «SS 
conditions play a part in explaining why some nonprofits re5©ver.d fK 

^f«t^ ^ ofch8M d " not, but otSr f^to^ al™ 
contributed to bhia eateeme. it is still wkear at thiT^GiSt w* 
factors enable nonprofit organizations to grow and to pros 

- fy u !! l0n f" aOTl 5 M - ar inoreasa in workloads far r ^^T TO 

- oayotion of mora atof f tim* and pt^a^ to ftod^iaia ^a J S ." 

ttara olearly are sicns of stress within the seotor ( S a»« table a) 

o^L^f ?^^ SaniWti0M f 9 ttn« with nw ways -"2f iStui 

oosts and inproTing Ranagaaent efficiencies. Our round a 4i=ta iadS 
that a few nonprofits haw set up profit aaMng aubsidl^Sea , - h22 
outsida fu^ rising speolalists, or davalopad progr^S^ ^ V obS 
SSSSS'-ST 1 ? ^ llsand , te ^«t»- But agency dlraoto«^« e^rajal 
ooneara that fundiai problems will continue to affeot tbe a-roiSbili? 
of aer^oes, as wall aa fche quality of services. W%iT^t li^t 

s^otofl^L^ on S^i^^enSo? 
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flMjoapr^af it Sector and Qoverraent 
SeCattse, an n^ki ab-ove, nonprofit organizations, rtaiive the 
largest share of tfa»jr ptManea from government, no serious anHysis of 
the nonprofit ae«t«r m pr»eeed very far without a clear understanding 
of government aativitHfl tcaie social welfare field. Suoh activity not 
only aff fasts mmamf$mwmtt=umm, however j it also affects tha Uvml and 
nature of tn« n%e& m nonprofit organizations are nailed upon to 
aeet, 

Bttforfcunaefceiy, the data needed to analyze the patter»ns of 

geverHaent soeiAal vAtee activity are every bit as inadequate as the 
data on the aossope sftd itr ue»ure of the nonprofit sector . While At is 
possible to <9<C3.1twfc budgets of states or loeal govarnnenfcs, these 
documents typie^aHy o^m dif=f erent geographic areas, apply to different 
time perioda, mtne difrsrsat groupings of programs, and take very little 
account of the %A«sWa fl wa of funds from one level of governnent to 
another, Aa « e©ija«qii§ M i » *here is no single source to which one ©an 
turn to get a tesaaijjleftti, undup»»3.ieatad eount of the extent of spending by 
all levels of Mov-aru«eiife on given range of services in a pirtioular 
geographic area* such as Cook County (Chioago), Illinois, or San 
Franeiseo. Kor are data amicable on the extent of government centmiet- 
ing with nonprefifAt pro v ««<s L_n these fields, 4a a consequence , leaders 
in both the pijiClie, m$ pplvafcie sectors, as well as the general public, 
are poorly equtiBped ^ set priorities, sort out public and private 
relas, or usaess.a ths jJapUeati-wns of government policy changes on either 
the defflaod for*- noapraflt services or the revenues of nonprofit 
or g a ni z a tions , 
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»e remedy this, The Urban Institute 'a Monprofit Saetier fMjgst 
su&fflaiMtfd its analyais of the nonprofit sector with a Am^m 
*«rt=Lnation of federal, state, and loeal government seai*! ^ 
apanfeiins, and of government contracting with nonprofit and fOf\.prOfit 
firevSfcders, The reault ia tha first oemprehenaive human mwvlo^ budgit 
avalLiabie in a comparable ton across communities, Tha data ^oyer 
aiastfc^n communities broadly representative of tha nation in six 6 r<jgwi 
araaas of concern to nonprofit organizational health care, wtd 
iervi^eea, aapioyflant , and training, housing and oowunity davajftp^Wi 
arte ^and culture, and income aaalstanee. The data were eoUeofead 
tha Wlp of loeal associates' lining in tha research sitea. A sMM 
rw%a«h Instrument was uaad, and considerable verification was Oar-rid 
out lv national staff to insure that tha data collected wara both 
rata and comparable from eeamunity to community. 3 The reaulti»« data 
shad taaportant new light on tha way our social welfare system orates. 
» Par— fcieular, five key findings are worth noting. 



1. t* 



^^mSaa . fiOVeranent SPendlH * Qn hufflan services varine widely 

to J!tet*i»tH Prlneipal findings of our work is that, despite mtf*fki 
fL^^t U * inequities among locales in the prevision of aeoii *2! 
f»» m»vices, eonaiderable variations remain. There ia. in this a.n* a 

!F?SS£&J2r\ ■*? CO r itment to huMn in diffarartljpef 

ef oo*.unities. In Haw fork City, for sample, per capita «mwS5 
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spending in six major social welfare areas ia about three times the 
level in Dallas (see table 10). Though there are exceptions, government 
social welfare spending is generally greater in the Northeast, Midwest, 
and in larger oomunlties than in other kinds of communities. These 
differences are accounted for by a combination of differing local 
political philosophies, financial capacities, and needs, It is 
Interesting, however, that the areas where government spending is 
Highest are also the areas where the nonprofit seebor is most highly 
developed, and vice versa. This suggests that government spending and 
private, nonprofit activity are products of the sue impulses and easts 
doubt on theories that posit a conflict between these two sectors, 

2 * Most government so cial welfare spending Is concentrated in just two 
program areas g h ealth care and income assistance " 

Reflecting, in part, the immense size of the federal Medicare 
program, spending for health care alone accounts for nearly 60 percent 
of government spending in the fields we examined, while income 
assistance accounts for an additional 25 percent, Therefore, -these two 
program areas together account for about 85 percent of total spending, 

Tb*s means that the four remaining program areas— social services, 
employment and training, housing and community development, and arts and 
culture— together account for only about 15 percent of all government 
spending In the social welfare field. This suggests that there are real 
limits to the budget savings that are available in these four fields. 

3 " Moat government h uman aorvleo activity Is funded by the federal 
government, but most is administered by state and local government r* 

The federal government is the dominant source of funding for 
government social welfare programs, as might be expected given the 
tremendous expansion of the federal government over the last several 
decades. In the six program areas of Interest hare, in fact, the 
federal share of total spending in 1982 averaged approximately 70 
percent (see table 11), 

Though federal spending is prominent in all eomunities, it is 
important to note that the federal government pioks up a different share 
of the social welfare tab from community to community. This is so 
because of differences in the socio-economic characteristics of communi- 
ties, because of different traditions of state and local involvement in 
the social welfare field, because there are disproportionately large 
regional institutions in some communities, and because local communities 
are more or less aggressive in pursuing federal funds, including those 
that are channeled through state government. Among our sixteen study 
sites, the share of federal spending ranged from 91 percent in Jackson, 
Mississippi to 57 percent in Tuscola County, Michigan and in Pinal 
County, Arizona. 

Hhile the federal government is the dominant source of funding for 
government social welfare programs, state and local governments continue 
to play a crucial role. In the first plaee, state and local governments 
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provide about thirty percent of the funding though this figure ranges 
widely among ; ewaities. In some fields, suoh as social services, more- 
over, the state and local share of spending averages a little over 40 
percent of the total. In the second place, if Medicare is excluded, 
^Z 0 " 1 PwoHints have administrative control ever two thirds 
of the federal funds spent in these program areas. This Is so because 
many of the federal programs ehann»l their funds through state and loeal 
^ to * etlw > ther^e, about 80 percent of all govern- 
SS- . ff welfare spending, excluding Medicare, is administered by 
state and loeal governments (see table 12). These governments thus mate 
whom*, decisions about how these services are delivered and by 

human services aa does government itself" — 

icA fi - MU °T ? M be<so said about privatization of public services in the 
Jt ^J^LZT* 9 one « et ? th » Agression that privatization is something 
new, and that government has used private organizations very little to 

exclusive th * fc ^ fUadS * *** -imply isnet the cas/. in fact^ 

^^^"IH^ 6 * governments at all levels actually 
S£ %tma "f" 9f tha soeial services they finance. la 

Sfi^^u """I*** fevcrnmeat provides directly only aWut two- 
fifths of the services it funds in these fields (sea table 13)1 ThI 
remaining three-fifths is contracted out to private nonprofit and fer- 
ESS QP ^ L ^ tXQM * About two-fifths of total government spending in 
social wifare goes to nonprofits, and about a fifth geeste fer- 

K 1 S ' ^ ^ lmWml ef Mnt «e*ins »• ia plmcflcng before 
the Reagan Administration, and has been the mechanism by which many el " 
the new programs of the 1960s and 1970s were carried out. 

^^SlT 3 *^ t f* 3 f ane * en »nppofits to deliver publicly financed 
services is particularly extensive in the fields of day care, elderly 

d^ZiS a, l6 f,f rtMS ' hospital services, in all of wkeh nonprofits 
ma^H^ ***** ST fynd « d services. Nonprofits are also 

major providers of publicly funded services in the fields of family ser- 

STSl.TI 108 ' r - th * dlaablea » welfare services, mental health 

and drug abuse services, employment and training, and arts and culture. 

MM ,,*?M r0a r t,S t ^ e Qt , nonprofit also varies.' considerably among 
E^ZZJSK-?**'?- A8 * rUle » ssvernments in the Herthlast an! 
^rger communities tend to use nonprofits more than governments in «th*- 
SSl"? °™?xbi«». ror example, government in the Pittsburgh "area 

luSeola OoS^-S" S * r ^? eS " fmdS * By ««*«■*. governlenHn 
welfare Michigan contracts out only 11 percent of its social 

S- IH^S!? 0 * ? nfopi-Qfits. Generally speaking, government use of 

XiSK? ? wflM * e the ■•*«. is strongest, and most 

limited where the sector is weakest. 

l—***!* 411 J? J hi3 Mana 1|S that in <*• n™« service field, at 
least, less attention needs to be given to building public/ crlvate 
partnerships from scratch than to improving those that SEJSrSEj? 
at a minimum, in our zeal to encourage privatization, care must be taken 
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to avoid damaging the extensive partnership arrangements between the 
publi© and the private nonprofit sectors that already exist, 

5 * Beoent government bud get outs fell particularly hard on nonprofit 
organizations and have lad to increased competition f fob for-profit 
providers . — ^ r 

_ ^J? 11 * federal spending grew in the early 1980s in the large 
entitlement" programs such as Medicare and Income assistance, outside 
cf these two areas federal budget cubs occurred that reduced the resour- 
ces available for government human service activities in the remaining 
fields in most of our local sites. What is more, in many of these sites 
state spending, far from increasing to offset the federal declines, 
actually^ declined as a result of the recession that cecurred. As a 
result, between 1982 and 1983, the years for which we collected local 
data, the value of government service spending, exclusive of Medicare 
and income assistance, declined by an average of 3 percent in our study 
sites. In some sites, however, the drop was much sharper than this, as 
shown in table 14. What is more, some fields— such as employment and 
training— experienced far more severe outs than ethers. 

Bonprefit organizations absorbed a disproportionate share of these 
°rT* JS u 5, llhile spending declined by 3 percent overall out- 

side of Medicare and income assistance, government support for nonprofit 
service providers In these fields declined by over 5 percent. In some 
eojaauaities, moreover, the nonprofit losses were even more severe, 
reaehtag close to 10 percent or mere in Boise (Idaho), Pittsburgh, 
Vieksburg (Mississippi}, Jackson (Mississippi), Chieago, and Atlanta, 

piUe nonprofits providers suffered disproportionate losses, for- 
profit providers fared better. In large part, this was because the for- 
profit sector expanded its operations in the large health care field. 
But for-profits also increased their revenues from government even in 
the smaller program areas such as social services and employment and 
training where government spending declined. The result is more active 
competition between nonprofits and for-profits for the available govern- 
ment contracts, a competition in which for-profit providers are 
apparently making headway at the expense of both government and 
nonprofit providers. 

■ 

Implications 

The kind of work that we have done on government spending and use 
of nonprofits ought to be of particular value to communities In assess- 
ing the potentially large federal budget outs they face under the Gramm- 
Sudman Act, What our work makes clear is that such cuts would have very 
different impacts on different communities. In particular, smaller com- 
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munltles and communities in the South and West are generally nor. 
vulnerable to federal outbacks such as those in the Oramm-fiudman Aot 
beoaui.e they rely more heavily on federal funds than other eoBmunities 
(see table 11), This should not be surprising. Much of the federal 
expansion of social welfare programs in the 1960s and 1970s was intended 
to provide a basic floor nationwide for some kinds of services and in- 
come assistance payaents. In particular, many of these programs were 
aimed at poor eommunities where state and local re ouroea did not exist 
to meet needs, and at communities more broadly where state and local 
governments had no tradition of supporting social welfare services. As 
a result, federal budget cuts would likely fall hardest on those commu- 
nities where state and local government support for social welfare 
services has been weakest. 

Beyond the iOBediate concerns about Gramm-Rudman, however, it is 
clear from our work that mastering the nonprofit sector alone la not 
enough for those who would be students and analysts of this set of 
Institutions. Because of its great size and because of its large 
partnership arrangements with the nonprofit sector, the workings of 
government must also be understood clearly by those who are concerned 
with toe future of the nonprofit sector. Unfortunately, the complexi- 
ties of government in a heavily fragmented federal system do not make 
this an easy task fop those in the nonprofit sector or in government, 
In point of fact, the country is a many-colored puxale where very 
different government social welfare policies are found as one moves from 
community to community. The differences include very different amounts 
of public resources used for these programs, different state and local 
roles and expectations , and very different views about public-private 

-13- 
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piu-tMrahlpa, in the abort run at leaat. Boat eemmunitiea will have to 
use very rough appreximationa of reality generated from existing but 
fragmentary information. It ia to ba hoped, however, that more 
communities will move toward developing comprehensive community 
Information ays tarns of the sort outlined here that will make possible 
better decisions by both public and private decisionmakers, 

Conclus ion 

The work we have done on the nonprofit sector and on government 
human service spending has ahed some much-needed empirical light on a 
aet of institutions and relationships that is vital to American aoeiety 
but that has largely escaped serious scrutiny up to now. In the process, 
we have challenged some long-atandint misconceptions about the character 
and role of nonprofit institutions and about the operation of the 
American version of the modern welfare state. 

While we have learned a great deal, however, our work has also 
demonstrated that much atill remains to be learned. We have documented, 
for example, considerable variation in the scope and structure of the 
nonprofit sector from place to place, but thia variation does not seem 
to fit very well with the major theoretical explanations available in 
the literature. Similarly, we have identified considerable differences 
in the extent of government use of nonprofit providers to deliver 
services among different locales, yet our understanding of the bases of 
the governmental decisions to contract out or to provide services 
directly through public agencies remaina rudimentary. Likewise, we have 
only limited understanding about the advantagea or diaadvanbagea of 
using nonprofit, for profit, or government service providers, finally, 

17 



ERIC 



our work has documented a eonsidarable expanaion la nonprofit use of 
fees and service ehargea to f inane, the sector's activities, but the 
eenaequeneea of tbia trend for the atrueture of nonprofit aervioea or 
the client feeua of the sector remain unclear. 

In short, our work has, usefully explored the tip of a very large, 
but still ffloatly submerged, ieeberg, If it has demonstrated that this is 
territory well worth exploring and developed seme uaeful aignposta for 
others on the trail, however, it will have served its purpose well. 
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Table 1 

P^ald Sites far Urban Institute Honprofit 
Sector Project Local Work 



Northeast 




South 


Nan fork 




Dallas/Ft, Worth 


Pittsburgh 




Atlanta 


Providenoe, HI 




Jaoksoa, MS 


Fayette County, 


PA 


Warren County, MS 


Midwest 




West 


Chicago 




San Francis oo 


Minneapolis/St . 


Paul. 


Phoenix 


Flint, MI 




Boise, ID 


Tuscola County, 


MX 


Pinal County , AZ 



Table 2 



Peroaatagja of k&mvlma flat Specialize In a Particular Service Area 

or Client Group 



Percentage of Agencies 
Service Category Specializing la 



Social services 24% 

- - - Xultural/ arts/recreation _ 1 |j 

Multiaervices 16 " 

Education/research % 3 

Health services 3 

Institutional/residential care g 

Bousing/ aomunlty development 4 

Employmeat/tralaing/iaaome support 4 

Advocacy/ legal services 4 

Mental Health 3 

Total loo? 

Client (Jro upa b 

Black -jgj 

Hispanic 4 

Asian-American 3 

Feor gg| 

Unemployed 1 g 

Sin^Lm Parents 15 

Disabled 13 

nonoffenders 2 

Seuroes The Urban Institute Nonprofit Sector Project Survey, — 

^Primary service activity is defined as the area in which an agency 

spends 50 per cent or more of its funds* If an agency does not meet this 
criteria, it was classified as a ^multiserYioe 11 organisation* 

^Agencies in which more than 50 percent of clients belong to a 
specific target group. 
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Table 3 



hmrnmartm of hmfiofxt booh asHyics chk anizatiohs bx 

SIZE OF 1982 EXPEHDITUBES 



All Sites 



Percentage 
Percentage of 
of Stotor 
Ag©noy Slza Organizations I^enditures 



tmmrn than $100,000 40$ 2$ 

*10G,000-*U99f999 35 12 

$50O,G00«$1 ffiUliott 10 10 

Over $1 Billion 15 

TOTAL 100$ 

Median expenditures $150,000 
Mean e^enditures $758,058 



SOURCES The Urban Institute Nonprofit Seotor Projaot Survey, 



Bible * 



RKVKKUK SOmOS OF HOHPROFIT 
BJHAS SERVHK ORGAHIZ ATI0H3 , ig82 
fa « 2,304) 



Share of Total Percentage of 

Nonprofit Revenue Organisations with ANy 
from Source .Support from Source 



Government 


38,4$ 


60.3$ 


f sda/dues/ohargfiB 


29,6 




Private giving 

Direct Individual giving 
United Way 
Foundation grants 
Corporate gifts 
Other federated funders 
Religious organizations 
SUBTOTAL, private giving 


6,4 
5.4 
3.5 
3,2 
1.5 
1.3 
21,3$ 


58.2 
23,4 
38.0 
33.6 

6.9 
13.0 

H/A 


Indowsent/investaents 

Other* 

Unspecified 


4.6 
5.7 
0.4 


32.7 

23.6 ' 
N/A 


TOTAL 


100.0$ 


N/A 


SOURCE l The Urban Institute N< 


snprofifc Sector Project Survey 


■ 


a Includes such sources of 
fundraising events , and rental 


revenue as sales of products, 
of facilities. 


special 
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Sable 5 

1985 Boopreflt Sector Incase by Service Area and Funding Source 









Private 


Endowment 


All 




Service Area 


Government 


Fees 


Giving 


In vestment 3 


Remaining 


TotaJ 


Mental health 


62$ 


28$ 


6$ 


3$ 


1$ 


100$ 


Social services 


54 


14 


27 


3 


2 


100 


Legal services/advocacy 


53 


14 


28 


1 


5 


100 


Housing/ conffitmity development 


52 


27 


18 


3 


1 


100 


BBplo^ment/triil n1 ng/ing . support 


51 


10 


13 


3 


23 


■ 100 1 


Institutional/residential care 


50 


32 


■« 

IC 


4 


2 


100 


Multiservices 


44 


24 


26 


3 


3 


100 


Health 


30 


52 


13 


3 


3 


100 


Education/research 


26 


32 


30 


9 


6 


100 


Cul t ure/ar t 3/ recr eat i on 


14 


28 


31 


11 


17 


100 


AU agencies 


38$ 


30$ 


21$ 


5$ 


6$ 


i 

100$ 



NOTEi Hmbers may not ra to 100 per rant because of rounding* 
Sources The Urban Institute Nonprofit Sector Project Survey 
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Table 6 



BOSPBOFIT REVEHUES FROM SELECTED SOURCES: 
TIKLVE METROPOLITAH SITES 1982 



Percentage of Or^niMtions 1 Total 
Revenues Coming from 
Fees/Dues/ 

Government Charges Private Giving 



JACKSON 


66% 


1% 


25* 


Pittsburgh 


51 


21 


17 


Providence 


51 


27 


16 


Boise 


44 


■14 


34 


San Francisco 


44 


33 


15 


New Yoi-k 


43 


17 


20 


Phoenix 


41 


28 


23 


Minneapolis/St. Paul 


37 


33 


22 


Atlanta 


36 


34 


23 


Dsllaa/Fert Worth 


34 


25 


29 


Flint 


33 


32 


17 


Chicago .. . 


32 


29 


29 


ALL SITE AVERAGE 3 - 


38$ 


30$ 


21$ 


SOURCES The Urban 


Institute Nonprofit Sector 


Project Survey, 





includes data from the four nonmetropolitan study sites as well as from 
the twelve metropolitan sites listed * 
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Inflation Adjusted Change In Revenue by Service Area and Funding Souro&z 

1981-1982 



Private Total 

Service Area Government Fees Giving Revenues 



Mental health 


V * 1 ft 


+£5 • 




+0,3, 


Social services 


-8.8 


+3#6 


+2.8 


-4.0 


Legal services/advocacy 


-18.8 


+19.2 


+4.3 


-15.5 


Housing/ consumlty development 


-15.6 


+45,0 


+14.0 


+ 1,9 


Employment/training/inc . support 


-12.7 


+0*9 


-1.0 


-6.3 


Institutional/residential dare 


+4.1 


+5.4 


+15.1 


+4.4 


MultieervlMS 


-8.1 


+4.0 


+4.0 


-1.7 


Health 


-1.3 


+6,6 


-0.4 


+3-3 


Education/ research 


-7.3' 


+2,5 


+6.9 


+0.6 


Cul tare/art s/reereatlon 


-1.3 


+8*5 


+6.S 


+5.7 



AH agencies -6.3S +6.6$ +5.0$ +0.5* 



Source: The Urban Institute Nonprofit Sector Project Survey 
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IHFLATIQg-ADJUSTKO CHAMPS IH QQTEMmm AMD MOHGOTORHMEHT 
SWOBf AHB TOTAL 3PEHDIHG Fffl AGEHCIES 
m TWELVE METBOPOLITAH SITES, 19S1 TO 1982 



Site 



Atlanta 1 

Boise 

Flint 

Jackaon 

Phoenix 

Dalias*Fort Worth 
Rhode Island 
San Francisco 



Pittsburgh 

Minnempoiia/St* Paul 
New fork 

AVERAGE 1GB ALL SHIS a 



Inflmtlon«Ad,1u3ted Changes in»» 

Govfirnment Hongsvernment Total 
Support Support Spending 



-22.9* 


+ 6.2 


-6.5$ 


-18.fi 


♦ 6.9 


-6.0 


-15.9 


- 0.8 


-6.3 


-ins 


* 9,1 


-5.4 


-10.9 


+16.1 


+3.6 


- 9.i 


+10.5 


+2.9 


- 8.8 


+ 4.8 


-2.6 


- 6.4 


+ 9.0 


+1.6 


- fi.a 


+ 3.0 


-O.t 


- 6.2 


* 3.4 


-1.7 


- 2.S 


+ 6.9 


+3.2 


+ 4.4 


+ 1.6 


+2.8 


- 6.3* 


+ 5-3S 


* +0.5$ 



SOUSffli The Urban Institute Monprofit Ssefcer Project Survey. 

a~ _ 

Includes data from four nonmetropolltan siteji weXLas twelve 
metropolitan sites listed * 
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Motions Taken by Monprofit Organisations to Co pa With 

In Funding Levels 



Action Taken % of Respondents 

Aff*tttfnpr agency staff 

Increased staff werlioad 31% 

Reduced administrative staff 22 

Hot fill staff vacancies 21 

Reduced service delivery staff 19 

Instituted salary freeze 12 

Reduced staff benefits 7 

Reduced work week for paid staff 6 



Affecting Management operations 

Devoted more resources to f undraislng activities 56% 

Relied more on volunteers 33 

Reorganized administrative staff 26 

Started new management efficiency programs 25 

Shared resources with other agencies 19 
Merged with another organization 2 



Affecting ewvioeg or *n 

~ Increased or instituted fees for service 26% 

Eliminated spslelfc programs or services 17 

Reduced the number of clients served 12 

Tightened eligibility requirements 10 

Reduced level of service provided 10 



Source: The Urban Institute Nonprofit Sector Project Survey* 



Sable 10 

TOTAL GOVSnMOR 3PKKDIKG FOB SIX MAJOR SOCIAL WELFARE FIELDS, 1902 



Community - Far Capita Spending 

Haw fork City 1,670— -» = 

San Francisco, Gal* 1,633 

Atlanta (Fulton County), Ga* 1,088 

Chicago (Cook County), 111, 1,076 

Minneapolis (Hennepin County), Minn* 1,072 

Pittsburgh (Allegheny County), pa. 1,018 

St. Paul (Ramsey County),. Minn* 1,009 
Rhode Island (Providence) 996 
Jackson (Binds County), Miss. 911 
Caro (Tuscola County), Mich. 821 
Flint (Genesee County), Mich, 797 
Casa Grande (Pinal County), Aris. 701 
Boise (Ada County), Id. 595 
Phoenix (Maricopa County). Ariz, 963 
Vicksburg (Warren County), Miss* 562 
Pallas (Dallas County), tax* 506 

Unweighted mean $939 



Weighted mean $1,188 

Sources Data compiled and estimated by The Urban Institute Monprofit Sector 
^Project from federal, state, and local goverment sources* 
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FEDERAL SHARE GF TOTAL GOTORHMBHT SPKHDIHG FOR SOCIAL WELFARE, 1982 



Community Fede^ml Share 



Jackson (Hinds County), Miss* 91% 

Boise (Ada County), Id* 85 

Vicksburg (Warren County), Hiss. 84 

Dallas (Dallas County), Tex, 78 

Phoenix (Maricopa County), Ariz* 77 

Pittsburgh (Allegheny County), Pa. 77 

Atlanta (Fulton County) ,Ga. 77 

Rhode Island (Providence) 73 

Minneapolis (Hennepin County), Minn. 71 

Flint (Genesee County), Mich. 70 

Chicago (Cook County), 111. 68 

St* Paul (Ramsey County), Minn. 67 

Hew fork City 63 

San Francisco, Gal* 62 

Casa Grande (Pinal County), Ariz, 57 

Care (Tuscola County). Mich* 57 



Unweighted moan 72$ 



Weighted mean 67$ 



Source t Data complied and estimated by The Urban Institute Nonprofit Sector 
Project from federal* state, and local government sources. 



Table 12 



STATE AMD LOCAL GOTIBBEW ADMINISTRATION 
OF SOCIAL HELFAHE PROGRAMS, HELDSt?! OF MQJIG&BB 1f82 



Percentage of Spending 
Administered by State 

Gomunlty mad Local Government* 

Caro (Tuscola County), Mich. ggf 

Flint (Genesee County), Mich. 92 

St, Paul (Hamsey County) , Minn, 91 

New Tork City 8? 

Chicago (Cook County), 111* 86 

Rhode Island (Providence) 83 

Pittsburgh (Allegheny County) , Pa, 80 

Atlanta (Piston County), Ga# 80 

Gasa Grande (Pinal County), Ariz* 80 

Minneapolis (Hennepin County), Minyi. f 79 

San Francisco, Cal. 77 

Yieksburg (Warren County), Hiss* 75 

Phoenix (Haricot County), Ariz, 74 

Dallas (Dallas County), Tex, 72 

Boise (Ada County), Id. 60 

Jackson (Binds County), Miss, gg 



Onweighted mean 79J 



Weighted mean 85$ 



Sour eel Data complied and estimated by The Urban Institute Monprofit Sector 
Project from federal, state, and local government sources, 

•This figure excludes the large Medicare program which Is federally 
funded and a dminis tered. The Medicare program is a health care financing 
program for the elderly that makes direct payments t© hospitals, doctors, and 
other providers of health services. 
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PBOVIDEBS QT GGVEBMHSHT FOHDED SOCIAL imiiffi SERVICES, 1982 



Community 


Percent of 




Hal 4 v&f«Af4 H\ 


Hon of*o f i t 




yy ye r Quicsii w 


Pitts bur A (Alleahenv 








Count v). Fa* 


SOS 






Chicago (Cook Countv > . Ill « 


48 




35 


How York City 


43 
^.j 






Rhode Island (Providence) 


40 




38 


San Francis oo* Cal. 


4o 


la 
1^ 


111 


St • Paul 








(Ramsey County)* Minn* 


Uo 




JO 


Minneapolis ( Bsnne pin 






County), Minn, 


38 


11 


42 


Phoenix (Maricopa County), 








Ariz* 


37 


27 


36 


Vic ks burg (Warren County), 








Miss* 


J™ 


27" 




Boise (Ada County), Id* 


33 


17 


50 


Flint (Genesee County), Mich* 


28 


31 


41 


Dallas (Dallas County), Tex* 


27 


24 


49 


Atlanta (Fulton County), Ga* 


27 


20 


53 


Jackson (Binds 




County), Miss* 


23 


. 16 


59 


Casa Grande (Pinal County), 






Ariz* 


16 


18 


66 


Care (Tuscola County), Mich, 


12 


18 


71 


Unweighted maan 


34$ 


21$ 


45$ 


Weighted mean 


42$ 


19$ 


39$ 



Sources Data compiled and estimated by The Urban Inati/fcute Sector Project 
from federal, state, and local government sour^o@s* 
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fable 14 



CHABGE a OOfBMHfflr 3PKHDIHG USD ESCORT OF 



Conan unity 



in Government 
Spending Excluding 
Medicare & Income 
Assistance 



in Government 
f3uppo^f*t of Nonprofits 
Excluding 
Medicare 



Boise (Ada County), Id 
Pittsburg^ (Allegheny 

County) Pa* 
Chicago (Cook County), 111, 
Dallas (Bellas County), Tmx* 
- Atlanta (Fulton County), Ga. 
Flint (Genesee County). Ga. 
Minneapolis (Hennepin 

County), Mian* 
Jackson (Binds County), Miss, 
Phoenix (Maricopa County), 

Minn* 
New York City 

Casa Oracle (Pinal County), 
Ariz. 

It* Paul (Haasey County), 
Minn, 

Rhode Island (Providence) 
San Francisco, Gal» 
Cara (Tuscola County), Mich* 
Vickabur^i (Warren County), 
Miss, 





-12$ 


-11 


— 1 ^ 
i 3 


-1 


-9 


-a 


-5 


-6 


-9 


+3 


-5 


♦a 


*5 


-6 


-10 


-i 


-7 


-a 


-1 


42 


-4 


+3 


+7 


4 


-3 


-4 


-7 


-3 


+3 


-6 


-11 







Unweighted mean" -3j 


-5% 


Weighted aean -3J 





Source! Data compiled and estimated by The Urban Institute Nonprofit Sector 
Project from federal, state, and local government sources. 
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